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regulations in this part; to require
compliance with lease terms, with the
regulations in this title and all other
applicable regulations promulgated
under the cited laws; and to require
that all operations be conducted in a
manner which protects other natural
resources and the environmental qual-
ity, protects life and property and re-
sults in the maximum ultimate recov-
ery of oil and gas with minimum waste
and with minimum adverse effect on
the ultimate recovery of other mineral
resources. The authorized officer may
issue written or oral orders to govern
specific lease operations. Any such oral
orders shall be confirmed in writing by
the authorized officer within 10 work-
ing days from issuance thereof. Before
approving operations on leasehold, the
authorized officer shall determine that
the lease is in effect, that acceptable
bond coverage has been provided and
that the proposed plan of operations is
sound both from a technical and envi-
ronmental standpoint.

[48 FR 36584, Aug. 12, 1983, as amended at 52
FR 5391, Feb. 20, 1987; 53 FR 17362, May 16,
1988]

§ 3161.3 Inspections.
(a) The authorized officer shall estab-

lish procedures to ensure that each
Federal and Indian lease site which is
producing or is expected to produce sig-
nificant quantities of oil or gas in any
year or which has a history of non-
compliance with applicable provisions
of law or regulations, lease terms, or-
ders or directives shall be inspected at
least once annually. Similarly, each
lease site on non-Federal or non-Indian
lands subject to a formal agreement
such as a unit or communitization
agreement which has been approved by
the Department of the Interior and in
which the United States or the Indian
lessors share in production shall be in-
spected annually whenever any of the
foregoing criteria are applicable.

(b) In accomplishing the inspections,
the authorized officer may utilize Bu-
reau personnel, may enter into cooper-
ative agreements with States or Indian
Tribes, may delegate the inspection au-
thority to any State, or may contract
with any non-Federal Government en-
tities. Any cooperative agreement, del-
egation or contractual arrangement

shall not be effective without concur-
rence of the Secretary and shall in-
clude applicable provisions of the Fed-
eral Oil and Gas Royalty Management
Act.

[49 FR 37363, Sept. 21, 1984, as amended at 52
FR 5391, Feb. 20, 1987]

Subpart 3162—Requirements for
Operating Rights Owners and
Operators

§ 3162.1 General requirements.

(a) The operating rights owner or op-
erator, as appropriate, shall comply
with applicable laws and regulations;
with the lease terms, Onshore Oil and
Gas Orders, NTL’s; and with other or-
ders and instructions of the authorized
officer. These include, but are not lim-
ited to, conducting all operations in a
manner which ensures the proper han-
dling, measurement, disposition, and
site security of leasehold production;
which protects other natural resources
and environmental quality; which pro-
tects life and property; and which re-
sults in maximum ultimate economic
recovery of oil and gas with minimum
waste and with minimum adverse ef-
fect on ultimate recovery of other min-
eral resources.

(b) The operator shall permit prop-
erly identified authorized representa-
tives to enter upon, travel across and
inspect lease sites and records nor-
mally kept on the lease pertinent
thereto without advance notice. In-
spections normally will be conducted
during those hours when responsible
persons are expected to be present at
the operation being inspected. Such
permission shall include access to se-
cured facilities on such lease sites for
the purpose of making any inspection
or investigation for determining
whether there is compliance with the
mineral leasing laws, the regulations
in this part, and any applicable orders,
notices or directives.

(c) For the purpose of making any in-
spection or investigation, the Sec-
retary or his authorized representative
shall have the same right to enter upon
or travel across any lease site as the
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operator has acquired by purchase,
condemnation or otherwise.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583–36586, Aug. 12, 1983; 49
FR 37364, Sept. 21, 1984; 53 FR 17363, May 16,
1988]

§ 3162.2 Drilling and producing obliga-
tions.

(a) The operating rights owner shall
drill diligently and produce continu-
ously from such wells as are necessary
to protect the lessor from loss of roy-
alty by reason of drainage. The author-
ized officer may assess compensatory
royalty under which the operating
rights owner shall pay a sum deter-
mined by the authorized officer as ade-
quate to compensate the lessor for op-
erating rights owner’s failure to drill
and produce wells required to protect
the lessor from loss through drainage
by wells on adjacent lands. Any such
assessment will be made after a review
of available information relating to de-
velopment of the leased lands. Such as-
sessment is subject to termination or
modification based upon the authorized
officer’s continuing review of such in-
formation.

(b) The operator, at its election, may
drill and produce other wells in con-
formity with any system of well spac-
ing or production allotments affecting
the field or area in which the leased
lands are situated, and which is au-
thorized and sanctioned by applicable
law or by the authorized officer.

(c) After notice in writing, the oper-
ating rights owner shall promptly drill
and produce such other wells as the au-
thorized officer may reasonably require
in order that the lease may be properly
and timely developed and produced in
accordance with good economic oper-
ating practices.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583–36586, Aug. 12, 1983,
further amended at 53 FR 17363, May 16, 1988]

§ 3162.3 Conduct of operations.
(a) Whenever a change in operator oc-

curs, the authorized officer shall be no-
tified promptly in writing, and the new
operator shall furnish evidence of suffi-
cient bond coverage in accordance with
§ 3106.6 and subpart 3104 of this title.

(b) A contractor on a leasehold shall
be considered the agent of the operator

for such operations with full responsi-
bility for acting on behalf of the oper-
ator for purposes of complying with ap-
plicable laws, regulations, the lease
terms, NTL’s, Onshore Oil and Gas Or-
ders, and other orders and instructions
of the authorized officer.

[53 FR 17363, May 16, 1988; 53 FR 31959, Aug.
22, 1988]

§ 3162.3–1 Drilling applications and
plans.

(a) Each well shall be drilled in con-
formity with an acceptable well-spac-
ing program at a surveyed well loca-
tion approved or prescribed by the au-
thorized officer after appropriate envi-
ronmental and technical reviews (see
§ 3162.5–1 of this title). An acceptable
well-spacing program may be either (1)
one which conforms with a spacing
order or field rule issued by a State
Commission or Board and accepted by
the authorized officer, or (2) one which
is located on a lease committed to a
communitized or unitized tract at a lo-
cation approved by the authorized offi-
cer, or (3) any other program estab-
lished by the authorized officer.

(b) Any well drilled on restricted In-
dian land shall be subject to the loca-
tion restrictions specified in the lease
and/or Title 25 of the CFR.

(c) The operator shall submit to the
authorized officer for approval an Ap-
plication for Permit to Drill for each
well. No drilling operations, nor sur-
face disturbance preliminary thereto,
may be commenced prior to the au-
thorized officer’s approval of the per-
mit.

(d) The Application for Permit to
Drill process shall be initiated at least
30 days before commencement of oper-
ations is desired. Prior to approval, the
application shall be administratively
and technically complete. A complete
application consists of Form 3160–3 and
the following attachments:

(1) A drilling plan, which may al-
ready be on file, containing informa-
tion required by paragraph (e) of this
section and appropriate orders and no-
tices.

(2) A surface use plan of operations
containing information required by
paragraph (f) of this section and appro-
priate orders and notices.
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